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IB.  ASHGABAT  0970 

IQ.  (U)  Sensitive  but  unclassified.  Not  for  public  Internet. 

1.2.  (SBU)  SUMMARY:  Turkmenistan  has  established  a new 
National  Tourism  Zone  (NTZ)  instead  of  the  Free  Economic  Zone 
that  President  Berdimuhamedov  had  previewed  in  May.  The 
purpose  of  the  NTZ  is  to  promote  development  of  tourism, 
particularly  in  the  Caspian  Sea  area.  Tax  and  other 
incentives  designed  to  lure  foreign  investment  were  included 
in  the  legislation  that  was  passed  on  October  1,  but  will  be 
offered  only  to  those  willing  to  invest  specifically  in  the 
construction  of  hotels  and  recreational  facilities.  Given 
the  fact  that  foreign  investors  must  transfer  title  of  their 
facilities  to  Turkmenistan,  once  they  have  made  a maximum 
pre-determined  profit,  or  the  lease  is  up,  whichever  comes 
first,  there  is  probably  little  that  will  draw  investment 
interest.  END  SUMMARY. 

LAND  FOR  HOTELS 

13.  (U)  The  Free  Economic  Zone  that  was  to  be  established  on 
the  Caspian  Sea  coast  is  now  a National  Tourism  Zone. 

President  Berdimuhamedov  signed  on  October  1 amendments  to 
the  Land  Code,  which  include  a provision  for  40-year  land 
leases  in  the  NTZ  for  construction  and  "other 
non-agricultural  purposes,"  in  an  effort  to  promote  resort 
facility  development.  The  lease  term  for  temporary  retail 
and  service  points,  warehouses,  and  car  parking  lots  in  the 
NTZ,  however,  will  be  a maximum  of  only  five  years. 

TOURISM  TO  BE  SUPERVISED  FROM  ABOVE 

14.  (U)  The  amended  tourism  law  assigns  new  authority  to  the 
Cabinet  of  Ministers,  State  committee  for  Tourism  an  Sports, 
and  local  governments.  The  Cabinet  of  Ministers  will  not  be 


responsible  for  determining  what  areas  have  tourism  potential 
and  what  their  boundaries  will  be.  The  State  Committee  for 
Tourism  and  Sports  will  be  the  principle  government  agency 
responsible  for  implementing  the  law  on  Tourism,  assessing 
tourism  investment  projects,  and  signing  contracts  with 
foreign  investors.  The  State  Committee  will  develop 
short-term  and  long-term  tourism  development  plans. 

SPECIAL  CUSTOMS  AND  TAX  STATUS 

15.  (U)  The  amendments  to  the  Tax  Code  passed  on  October  1 

exempt  construction  and  installation  of  tourist  facilities  in 
the  NTZ  from  the  Value  Added  Tax  (VAT) . Tourism-related 
services,  including  catering  and  accommodation,  are  also  VAT 
exempt.  This  does  not  apply  to  gambling  businesses. 
Construction  equipment  used  in  the  NTZ  will  not  be  subject  to 
the  1%  property  tax.  In  addition,  the  government  will  not 
levy  income  taxes  related  to  tourist  accommodations  and 
catering  for  the  first  15  years.  No  information  has  surfaced 
yet  regarding  any  customs-related  incentives. 

1.6.  (U)  COMMENT:  There  is  little  in  these  amendments  that 

will  have  foreign  investors  excited  about  the  Avaza  tourist 
resort  on  the  Caspian  (reftels).  Amendments  to  the 
legislation  apply  only  to  businesses  serving  tourism  in 
Avaza,  not  to  all  investor  activities  there.  Investors  may 
be  reluctant,  as  well,  to  spend  money  on  tourist  property 
construction  on  leased  land.  Further,  the  amendments  require 
foreign  investors  to  transfer  title  of  their  facilities  to 
Turkmenistan,  once  they  have  made  a maximum  pre-determined 
profit,  or  the  lease  is  up,  whichever  comes  first.  All  in 
all,  there  are  no  silver  linings  to  the  new  rules  that  would 
draw  investment  interest.  END  COMMENT. 
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